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Dear Appli-icant:

We have considered your spplication for recognitian of exoemprion
under secticn 501(c)(6) of tha Internal kevenue Cada.

The evidence preasented discloses that you were 4ncorporated on

» under sectvion Ml oF the Not-For-Profix
Ctorporation Law of the Stsve of [

The purposes for which the Corporation is formed are to consolidate
and distribute freight on an nonprofit basis on behalf of <importers
of consumer electronics and related merchandise who shall ba
members of the Corporation in order ta secure carloed, truckload,
or other rates or Service Contrscts, and to perform all lawful and
proper services and activities related thereto. The applicatdion
discloses that the organization’s activity is to negotiate ocean
transportation service coentracts on behalf of its members,
imparters of consumer electronics, in ordar to secure volume
discounts.

In a letter dated
Sacretary/Executrive Director of the orgenization statas that the
purpose of the organizacion is to bring economies of scale to dts
members. Sha furthor states that “Bssed on past negotijations, our
smallest shippers could save as much ss $ﬁ per contadiners in
ocean freight." [N concludes by saying that “However, on
the average., most shippers save approximataly 3 per container
and they pledge approximarely ]l contsiners a year."

Financial information in the application indicates that the

organizacion anticipated receiving S} in membership dues for the
voor onding NN  The letter daced .

states that membership dues are $ per year. The organization,
anticipates recaiving Sl for the year ending
from charges <dncurred on & per container basis for all cargo

shipped under contracts negoriated. The organizacion bases the
SH on charges of (Ml per container for containers
caveats IHNEN.
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Section 501(c){6).of the Code provides for the exemption from
Federal income tax.of business leagues not organized for profit, no
part of the net sarnings of which inures to the benafit of any
private sharsholder or individual.

Section 1.501(c)(6)-1 of the Income Tax Regulations defines a
business league as 3n association of persons having some common
business interest, the purposa of which is to promote such common
interasc. Its activities should he directed towards the
improvement of business conditions in ohe or more lines of business
as distinguished from the performance of particular services for
individual persons.

Section 1.501(c)(6)~1 of the Income Tax Regulations furthar states
that an organization whose purpose s to &ngage in a regular
business of a kind ordinarily carried on for profit, even though
the business is conducted on a cooperative basis or produces only
sufficient incoma to be self-sustadining is nor a business league.

In Revenue Ruling €B-~254, 1968-1 C.B. 264 an orgsnijzarion that
provided services for mewbers and nonmembers in the shipment of
their goods and products was held not to qualify for exemption
under section 501(ec)(8) of the Code on the basis that their
activities constituted the performance of particular services for
individusl persons. One of the services thay provided was
quatations of freight rates.

The information esvailable demonstrates that 1ike the orgenizactdion
described in Revenue Ruling 68-264 you are providing a parcicular
service faor individual members in negoriating oacean transportation
contracts for them in order to secure volume discounts, Your
activities are direcred to providing a convenience and economy to
your members in the conduct of their respective business instead aof
primarily engaging in 2ctivities for the improvement of business
cenditions within the shipping industry.

The negotiation of contracts to secure volume discounts for members
is engaging in & regular business of kind ordinarily carried on for
s profit. Primary accivities that constitucte a regular business of
8 kind ordinarily carried on for profit will preclude exemption
from Federal Income Yax under section 501(a)(6) of tho Code.

Accordingly, we conclude that you do not meetr the requiraments for
eXxempt status undar section 501(e)(8) of the Code and propose to
deny your request for exsmption under thatr section.

We have also deternined that you fail to quslify for exempt status
under sny other subsection of IRC §01(c).

You are raquirad to file a taxable return Form 1120 or 1041 with
the District Director of Internal Ravenue Service, Please send the
retuyrn to the Internal Revenue Service, P.0O. Boux 1680, General Post
Office, Brookiyn, NY 11202,
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If you do not agree with this derermination, you may request a
Conference with the Regional .Director of Appesis by protasting in
accordance with the anclossd instructions within 30 days.

Protests submitted which do rot contain all the documentation
stated in the instructions will be returnsd for completion,

If we do not hear from you within that time, this determination
will become final.

Sincerely yours,

istPic irec

Enclosure: Publication 882




